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Response of United States Postal Service Witness Patelunas
to Interrogatories of
Nashua Photo, District Photo, Mystic Color Lab and Seattle Filmworks

NDMS/USPS-T15-1

Please refer to your response NDMS/USPS-T33-24 (redirected to you from
witness Sharkey), and to LR-H-12, page 100, referred to in your answer. The column
“Incremental FY 98” shows an entry on the ninth row for $100,000 thousand described
as Priority Redesign (98) and charged to Account 53599/Comp 142. In the same
column, on the penultimate row before “Subtotal Trans. Programs” is another entry for
$100,000 thousand, also labeled Priority Redesign and charged to Account
53131/Comp 143. The subtotal for transportation programs, $252,447 thousand, would
appear to include a total of $200,000 thousand in FY 98 for Priority Mail Redesign.

a. Are the two $100,00 thousand entries for “Priority Mail Redesign” duplicative?

b. What do Account 53599/Comp 142 and Account 53131/Comp 143 stand for?
Are they for air or surface transportation? If either component is for air transportation,
please explain what it represents, e.g., expansion of the Eagle Network, special
“charter” flights not part of the Eagle Network to transport Priority Mail, etc.

C. Please confirm that the subtotal for Transportation Programs in FY 98 includes
$200,000 thousand for Priority Mail Redesign. |f you do not confirm, or if the two
figures cited above are not additive, please explain.

d. Your answer notes that LR-H-12 includes “a cost reduction in air transportation
costs due to Priority Mail Redesign.” That does not explain the $50,164 thousand
increase in Priority Mail air transportation costs between the Base Year and Test Year
Before Rates. In fact, when the cost reduction of $82 million is taken into account,
other unexplained factors are causing an increase of $132,164 thousand in air
fransportation costs for Priority Mail, which is an astounding increase of 34.5 percent
over base year air transportation costs. Please explain what is causing both the
ground and air transport costs for Priority Mail to increase so sharply.

NDMS/USPS-T15-1 Response:

a. No, one of the $100,000 is Highway service costs for component 143 and the
other $100,000 is Domestic Air service costs for component 142,

b. In the Postal Service's cost model, “Comp 142" stands for companent 142, which
is Domestic Air transportation and "Comp 143" stands for component 143, which is

Highway transportation. Component 142 is air and component 143 is surface. These




Response of United States Postal Service Witness Patelunas
to Interrogatories of
Nashua Photo, District Photo, Mystic Color Lab and Seattle Filmworks

NDMS/USPS-T15-1 Response continued:

costs are further described in USPS Library References H-1 (pages 123-124) and H-
12 (Section 14.1.1).

C. Part c. is confirmed.

d. Please refer to Attachment | to this response. Lines 1 - 18 in columns (2-5)
show the cost changes that appear in the rollforward model from Base Year 1996
through Test Year 1998 Before Rates. Column (1) reflects the correction discussed in
my second revised response to UPS/USPS-T33-35 redirected from Witness Sharkey.
Line 21 of columns (1-5) is the total change between the base year and the test year.
Line 22 of columns (1-5) is the percentage change; it is line 21 divided into line 1.
Columns {6-10} show the individual impacts in terms of the total change. For example,
line 3 of column (6) shows the 9.52% of the total change that was the result of the FY
1996 to FY 1997 cost level effect in the rollforward model.

As can be seen on line 22 of column (1), the total change in Priority Mail Air
Transportation costs from the base year to the test year is 31.4% Most of the increase
is the result of the other programs in Test Year 1998, of which, $100,000 is Priority Mail
Redesign. Likewise, most of the 104.4% increase for Priority Mail Highway
Transportation costs from the base year to the test year is the result of Priority Mail

Redesign.
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DECLARATION

I, Richard Patelunas, declare under penalty of perjury that the foregoing answers to
interrogatories are true and correct to the best of my knowledge, information, and
belief.

MQ@"&:
Dated: 7/%2/57



CERTIFICATE OF SERVICE

| hereby certify that | have this day served the foregoing document upon all
participants of record in this proceeding in accordance with section 12 of the Rules of
Practice.

L e AR

Susan M. Duchek

475 L’Enfant Piaza West, S\W.
Washington, D.C. 20260~-1137
(202) 268—2990; Fax —5402
September 29, 1997



